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SUBJECT: AGRICULTURAL TRADE OPPORTUNITY— SUGAR 
REF: REYKJAVIK 0562 

1. WHILE USDA STRONG EXPONENT EXPORT PROMOTION AGRICULTURAL 
PRODUCTS, POSITION OF SUGAR VERY DIFFERENT FROM OTHER AGRICULTURE 
COMMODITIES. 

2. THE U.S. IS THE WORLD'S LARGEST IMPORTER REPEAT IMPORTER OF 
SUGAR. UNDER THE U.S. SUGAR ACT, U.S. PRODUCERS HAVE QUOTAS FOR 
MARKETING TOTALING ABOUT 55 PERCENT OF DOMESTIC REQUIREMENTS. FOR 
THE BALANCE, 45 PERCENT, THE U.S. DEPENDS ON OVERSEAS SUPPLIERS 
UNDER AN IMPORT QUOTA SYSTEM. 

3. FOR MUCH OF THE PAST YEAR AND FOR THE BALANCE OF AT LEAST 
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SUPPLIES. A TIGHT WORLD SUGAR SITUATION, PLUS INFLATION AND 
MONETARY DIFFICULTIES, HAS BROUGHT ABOUT A REVERSAL OF THE PREVIOUS 
RELATIONSHIP BETWEEN U.S. AND WORLD MARKET PRICES. U.S. PRICES 
HAVE IN THE PAST USUALLY BEEN ABOVE WORLD PRICES, THEREBY MAKING 
THE U.S. NONCOMPETITIVE IN EXPORT MARKETS. PRESENTLY, HOWEVER, 

U.S. PRICES ARE BELOW WORLD PRICES BY 4 TO 5 CENTS PER POUND 
MAKING THE U.S. PRICES VERY COMPETITIVE. 

4. THIS CURRENT PRICE SITUATION, AT LEAST TO THE EXTENT IT IS 
CAUSED BY TIGHT SUPPLIES, MAY BE ALLEVIATED WHEN NEW CROPS COME 
TO MARKET LATER THIS YEAR. AT SUCH TIME, U.S. AND WORLD PRICES 
WOULD BE EXPECTED TO RETURN TO A MORE USUAL RELATIONSHIP AND 
U.S. SUGAR AGAIN BE PRICED OUT OF THE MARKET. 

5. THEREFORE, WE ARE DISCOURAGING SUGAR EXPORTS FROM THE U.S. 

AS A MATTER OF POLICY. FURTHER TO YOUR SUGGESTION FOR DISCUSSIONS 
WITH AMSTAR, WE BELIEVE THAT IT WOULD NOT BE IN OUR INTERESTS TO 
INTERFERE WITH THE EXISTING RELATIONSHIP BETWEEN TWO COMMERCIAL 
FIRMS. RUSH 
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